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Caution, Competition Ahead 
BY hnw K. G I e m n  WW02 

The p h  set by Congreee In 3 law enact4 six yeers q o  lu et lart workha. More hadcans am 
chmsing egmpanles other than the Bells, the lmgtlms rnbnopb(b, as t h e  local M e r # ,  end, 
aa a mull Ot h new wrnpettdon, p r i m  are falllng end ~udtty rldhg. 

MlGhlgen led Re way mom than 8 year ego, and Illhols, New Ywk, Indlanm, New Jersey, 
Calhrnia aad Ohlo haw followed. The WW campethim haw respondsd by M w h g  Wc6 In 
these datu and severel man wW hopful p r m ,  and the Bdk hws wuntmd, 



BUt SBC CarnmunlcatCona. whkh dairn6 to h u e  d m p w  the ball on developing the wnlpetWe 
mi-pludongdlstance packweb that BallSouth talks about, Is sweamlng bloody murder e M  
making m u a g a r i t  cblma a h t  tha damam UNE-P k doing. 



The Bells ham tradhlonally focused thelr d k d l o n  on lobbying and Imysdng rather than on 
Innamtkn and wakrner ~~rv lw.  Cornpeddon la 8 new and stay devshpment far them, and 
their elm over the past 8Ix mars has k n  to kll R a#- not by offerhg e m p e r  snd better 
pmducta but by penuading polltlchns and flllng ImuItS. 



F 
I 

< 

. .  . .  !I , 
$ ! '  



.: <.' I. .. '.' 

DAlRK FIBER: TEXAS SEES THE LIGHT 

SIMMARY OF SIGNIFICANT POINTS TAKEN FROM TEXAS PUC 
REVISED AWARD IN TElE ARBFflRATION BETWZEN EPN AND SBC 

CmCs in Terns are Impaired Without Unbundled Access to Dark 
Fiber 

Nondiscriminatory Acmm to UNE Dark Fiber Lncludea A c c m  to 
Unrspliced or Uaterminnted Fiber and the ILEC Must Splice or 
Terminate tbat lWer for the CLEC €LEG Mubt Pmvide ACWB to AH 
mops 

CLEO May Accm ZLEC Dark Fiber at Existing Splice c~es 
Splicing or Terminating a Dark Fiber doe61 not Constitute 
CConstructiam' of B Network Elemerrt 

~ e c e s s  to ZTNEs is Meaninglea Without Parity - c-3 to Informs ,n 
Rqarding the Location of Such UNEs 

Use Restriciions on WNE Dark Fiber 3re Unwarranted 

- 



CLECs in Texas are Impaired Without Unbundled Access to 
Dark Fiber 
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CLECs May Access ILEC 
Dark Fiber at Existing SpHce Cases 

-4- 



&IiciaE or T,erminatinP a Dark Fiber does not Constitute 
CCmstruction3 of a Network Element 

Access #o UNEs is Meaningless Without Parity Access to 
Inforrr -: ~n Regarding the Location of Such UNEs 
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TELRIC PRICES: MYTH & REALITY 

WHAT IS A TELRIC PRICE? 

A TELRIC prlce eompmsates RBOCs when they am tequimd to learn their 
faellhlas to wmpetibors. TELRIC p r i w  are set every thrw to five years In 
negotiations and, If thme fall, by rmgulators. 

TELRIC prices ~ s s u m q  thktleased facllltbs are 100% brand flew -- even 
though the RBOCa gctuallv run a network that la mostly decades old and has 
bean paid for by ratepayam. 

. . .  ".? . . .  , 

WHY tS A TELRIC PRICE THE RIGHT PRICE? 

A TELRIC prim is the rQht price because it: 
+ Pmmnotes fadlities-based mmpet l th  where new entrants CB~I build 

facliiiies cheaper than the RBOCs. 
Prevents inefficient duplication of neWrka, 

+ Compensates RBOCs for use d their facllklsa at prices -- set, hmevef, by 
regulators - consistent with prims in mmpeWe markets. 

I Protects RBOCs against getting stuck with exceashm amounts of 
u ndgrut il ired f a d  ties, 
Pmvldes a predictable and consistent standard necessary far planmirlg by 
both RBOCs and CLECs, 

. .  

IS A TELRIC PRICE LEGAL? 

Yes. The U.S. Suprema Court just W G W I ~ L ~  -r May 13! 2002 - confined that 
the FBdaraI Tel~omrnunlcatione Act of I996 gives the FCC the authority to 
tequire that state wmmissims sat TELRIC prim$ far elements the RBOCa 
lease to CLECs. 

. .  -I.:,',. . . . . . . .  . . ,, . ,  ,... .. 
rdr;!, , .:. I , . ,'i:..>.,; : 

ES UP TO THE MARKETPLACE? 

to lease 'trj'&mpetitors. ~ h a n  that the 
RBOCs control the bottleneck networks to which CLECs need 8-88, 
RBOCs w u l d  mise i a s e  picas for thelr facilltks so high hat CLEC5 could 
not afford them. This would kill eny prospect of local mmpetltlon, 

. . .  . . .  h". : > I  ::. I , . l i . d ' T .  . .  
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TELRIC PRICES: M'YTH & REALITY ( C W ~  

MYTH: COMPETITORS M E  GETTING FACILITIES ON THE CHEAP 

REALITY: NOT TRUE 

Much of the RBOCs' rletworks is deeades old and often has largely bmfi pard 
for by ratepayers. Yet, TELRIC prices assume that bdlities am 100% new 
and have never bmn paid for. This ia a good deal for the RBQCs. In fact, 

windfall for tha RBOCs - though the RBOCa will never admit this In publlci 
TELRIC prices arB offen higher than the RBOW 'meal" costs and are B . . .. 

, .. . 

ExarnpkB of when RBOCs e m  windfall revenues: 

RBOCr' empfyeentral offlce spaces flnd a new purpm end Barn 
RBOCs hundndr of mllllms of dollam In mvanue. 

dm RBOCs had many empty spaces (basements, fioor spa=, dosets) 
in their central offices. Thew spaces h a m e  empty in the 1980'9 
and 1330's as newer central office equipment and swhch0s 
became much smaller and replaced bulky alder on=. Those 
spaces gathered dust, wem umd for stomga or as overflaw for 
administrative tasks. M e r  the Act of 1 WS, many of those empty 
spaces have been leased out to CLECs and earn RBOCs 
unexpectedly hunbmds of m!llions of dokrs. 

< ,  I : ' j  

,*: 11 r: :' 

': 
. a , .  

+ RBOCs' local loops am mostly decadas4d coppsr cables that 
have in good pare been psld far by mbpapm - CLEC8 are paylng 
TELRIC prlces as Ifthey worn recdwlng brand new statedithelart 
hci lltlea. 

At least 80% of the RBOCs local Imps are wppec e a b b  that were 
placed dmades ago (many may be 40 or mom yearn old,) Those 
oder Imps have offen elmady paid for-by depayem. When 
CLECs Lease loops from RBOCs, they ate a lmst  always those old 
copper Imps. Yet. ClEC8 haw agreed to pay lease p r i a  BS tf 
they wem getting nwly p l a d ,  state-of-the-art facilMes. The 
difference between the new price and cost of old or paid-far 
fadlltias Is a windfall to the RBOCs, 
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I TELRIC PRICES: MYTH & REALITY ( C W ~  

MYTH: TELRIC DOES NOT INCLUDE ENOUGH PROFIT 

REALITY: NOT TRUE 

TELRIC prices pmWe RBOCa 3 kmasonabla” profit on facllctles leased ta 
C L E W  In fact, this is a requirement under the ACT of 1996 (Sscth 251 1 - 
it‘s the law! 

But better yet, under TELRIC prices, RBOCs are guaranted a pmflt. Now 
these days mod business would die for su& a guarantee. Sumly, them Is r)o 

federal law that guarantees CLECs a p d t .  

MYTH: TELRIC DISCOURAGES FAClLlTlESlsASED DEPLOYMENT 

REALITY: NOT TRUE 

CLECs have attracted large sums of mnay from investors and haw invaded 
over $55 bllllon In thsir n-hs since the ACT of 1990, The argument that 
TELRIC diswurages investment$ is slrnply not wedible. It was a b  reja&d 
by the US. Supreme Court: 

MYTH: ALTERN4TlVE FACILITIES ARE AVAILABLE SO THERE IS NO 
MEED FOR REGULATORS TO SET TELRIC PRICES FOR 
LEASED FAG I LIT1 E S 

REALIN: Nor TRUE 

There are no altematlvea to the RBOCs’ facilities for CLECs that want to 
serve bmad segments of Iml markets. If there were, p r k 5  would surely 
drop below TELRIC and the expensive and cumbermme regulatory and Legal 
battles would stop+ CLEGs wu3d simply buy from Cbmpanies other than 
RBQCs. 



I .  

:. - , .: . .  . .-,j;. ;-" .:. 
. ., ' ' . .:, . - ,  

' ... 
. .  

. .  . 
. .  . .  - .  

.' . , . .  

1 
COMMENTARY 
By Cathefint Fang 

THE DECISION WT COULD RESHAPE TELECOM 
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El Paso 
Global Networks Company 

Regulatory Briefing 



El Paso Corporation A 

A North America% leading provider of natural 
gas services 
Vertically integrated from natural gas 
production to transportation, trading, and 
power generation 

A Strong asset base supporting successful 
asset-driven business strategy 
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Broadband Regulation . .. .. .. . .  Thoughts 
- . .  . 
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BOCs do not need relief to encourage 
broadband availability 
-60-80% of BOC’s customers have DSL 

available 
+ricin and content are the issue, not 

-Competition drives low prices, good content 

Proposed Rulemakinas should not effect 

broad and availability 

and ubiquity 

cu r ren t I L E C n e twork-u n bu nd Ii ng 
..._ req u i re me nts . .  

. . .  . .  . ,. 
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Dark Fiber UNEs 

$4 Requires the greatest capital investment 
from the CLEC 

A Dark Fiber UNEs cannot exist if BOCs are 
not required to splice (just like DSL, loop 
conditioning)-Supported by several states 

i - 2  8UCs should not be allowed to deny CLECs 
the ability to offer diverselredundant routes 
to their customers 
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2) Require "network neutral" engineering 
environment 



Dark Fiber UNEs Require 

I Example of 3-mile O W 2  loop 

$80,000 
n 

$200 

Monthly SBC EPGN 
tease Payment Investment 



TELRIC: The Right . .  Price 
,. . .  A 

ep- 
I . .. 

.A TELRIC is flexible and can be adjusted : .  

A TELRIC provide the BOC a “reasonable” 

A There is no alternative to the BOC facilities 

A) Prevents inefficient duplication of networks 
~b Much of BOC’s networks are decades old 

and often have been largely paid for by 
rat e payers 

A Promotes facility-based competition 

profit 

for CLECs that want to serve broad 
segments of t he  local market 
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Recommendations 
, .. 4- 

I A EPGN needs regulatory certainty 
-Affirm that the Tekcom Act and current FCC 

-Enforce the Telecom Act and FCC regulations 
A Reaffirm that CLECs are impaired without 

dark fiber and high capacity loop and 
transport UNEs 

A Stop BOC use restrictions on UNEs to enable 
wholesale and retail competition to thrive 

A Reaffirm that TELRIC methodology provides 
flexibility and proper return on capital 

regulations need time to work 
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